
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

I n  t h e  Matter of: 

T I M E  OF DAY TARIFF FILING BY 1 
KENTUCKY POWER COMPANY 1 CASE NO. 8871 

0 

O R D E R  

I n  a July 29, 1985, i n t e r i m  Order in t h i s  case, the 

Commission d e c i d e d  t h a t  Kentucky Power Company ( " K e n t u c k y  Power")  

s h o u l d  keep i t s  t ime-of -day  ( " T O D " )  t a r i f f ,  Commercial and 

I n d u s t r i a l  Power TOD ("CIP-TOD"), i n  e f f e c t  for all those 

c u s t o m e r s  p re sen t ly  s e r v e d  under t h e  t a r i f f  and  s t a t e d  t h a t  t h i s  

decision would become f i n a l  u n l e s s  comments filed in r e s p o n s e  t o  

t h e  Order persuaded the Commission t o  c h a n g e  i t s  d e c i s i o n .  

The Commission p r o v i d e d  three reasons for i t s  d e c i s i o n  t o  

c o n t i n u e  w i t h  t h e  TOD rate s t r u c t u r e  o n  a permanent basis. T h e s e  

were: (1) a TOD rate structure bet te r  r e f l e c t s  t o  t h e  c u s t o m e r  

the cost i t  is i m p o s i n g  o n  the u t i l i t y :  ( 2 )  t h e  TOD tariffs were 

r e a s o n a b l y  well a c c e p t e d  by the c u s t o m e r s ;  and (3) TOD rates  

provide c u s t o m e r s  additional Options to control t he i r  costs  i n  

t h e  e v e n t  t h e  economy or t h e  m a r k e t  for t h e  p r o d u c t s  or s e r v i c e s  

they p r o v i d e  s h o u l d  require s u c h  cost  c o n t r o l s .  All of t h e  

p a r t i c i p a n t s  and other part ies  were g i v e n  u n t i l  A u g u s t  1 6 ,  1985, 

to  file comments i n  r e s p o n s e  to  t h e  July 2 9 ,  1 9 8 5 ,  Order. 



Comments were f i l e d  by the following: K e n t u c k y  I n d u s t r i a l  

U t i l i t y  C u s t o m e r s  ( " K I U C " )  ; A s h l a n d  P e t r o l e u m  Company 

("Ashland"); a n d  K e n t u c k y  Power. Also, a group i n t e r e s t e d  i n  

p u r c h a s i n g  the idled Kentucky Electr ic  Steel p3.ant  f i l e d  a 

s t a t e m e n t  t h a t  a n y  o f f e r  t h e y  t e n d e r e d  f o r  p u r c h a s e  of t h e  p l a n t  

would  be c o n d i t i o n a l  o n  t h e  c o n t i n u e d  a v a i l a b i l i t y  of TOD ra tes .  

The comments of KIUC a n d  A s h l a n d  e x p r e s s e d  c o n c e r n  w i t h  t h e  

c o n t i n u a t i o n  of t h e  TOD rate s t r u c t u r e .  A s h l a n d ' s  primary 

c o n c e r n  was that b e c a u s e  of t h e  n a t u r e  of t h e  company ' s  b u s i n e s s  

o p e r a t i o n  i t  c o u l d  n o t  s h i f t  a n y  of its o p e r a t i o n  t o  t h e  o f f - p e a k  

p e r i o d .  B o t h  A s h l a n d  and K I U C  s u g g e s t e d  t h a t  t h e  TOD r a t e s  be 

c o n t i n u e d  on an o p t i o n a l  b a s i s  a t  t h e  d i s c r e t i o n  of t h e  c u s t o m e r .  

Kentucky P o w e r ' s  comments s u p p o r t e d  a m a n d a t o r y  TOD ra te  

s t r u c t u r e .  Ken tucky  Power a lso  filed suggested changes in t h e  

CIP-TOD tariff language to m a k e  CIP-TOD p e r m a n e n t  a n d  m a n d a t o r y  

fo r  a l l  c u s t o m e r s  w i t h  e lec t r ica l  r e q u i r e m e n t s  of 7,500 k i l o w a t t s  

and  above .  

The Commission apprec ia tes  t h e  i n t e r e s t  of those who f i l e d  

comments.  The concerns expressed  t h e r e i n  have been c a r e f u l l y  

weighed  by the  Commission i n  r e a c h i n g  i ts  f i n a l  d e c i s i o n  

concerning TOD r a t e s  I n  Kentucky.  The Commlsaion u n d e r s t a n d s  

A s h l a n d ' s  c o n c e r n  t h a t  i t  c a n n o t  s h i f t  i t s  e l ec t r i ca l  u s a g e  t o  

t h e  off-peak period. In r e s p o n s e ,  the Commission r e a f f i r m s  its 

p r e v i o u s  s t a t e m e n t s  t h a t  a c u s t o m e r ' s  i n a b i l i t y  to s h i f t  usage t o  

t h e  off-peak period is not a s u f f i c i e n t  a r g u m e n t  a g a i n s t  t h e  

c o n t i n u a t i o n  of TOD ra tes .  As t h e  C o m m i e s i o n  h a s  s t a t e d  i n  

p r e v i o u s  Orders, the p r i m a r y  v i r t u e  of a TOD r a t e  s t r u c t u r e  is 
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t h a t  it b e t t e r  r e f l e c t s  to  t h e  c u s t o m e r  t h e  cost it is i m p o s i n g  

o n  t h e  utility. The m a t c h i n g  of rates w i t h  cos t s  is an i m p o r t a n t  

p r i n c i p l e  in t h e  C o m m i s s i o n ' s  r a t e m a k i n g  process. 

The Commission h a s  c a r e f u l l y  c o n s i d e r e d  t h e  e f f e c t  TOD r a t e s  

w i l l  h a v e  o n  t h e  b u s i n e s s  c l i m a t e  in Kentucky.  T r a d i t i o n a l l y ,  

Kentucky ratepayers have r e c e i v e d  r e l i a b l e  power a t  r e a s o n a b l e  

rates. E l e c t r i c  rates i n  K e n t u c k y  are among t h e  l o w e s t  in t h e  

n a t i o n .  The Commission i n t e n d s  t o  see t h a t  t h e s e  rates r e m a i n  

c o m p e t i t i v e  i n  t h e  f u t u r e .  The Commission d i s a g r e e s  w i t h  t h o s e  

who a r g u e  t h a t  TOD ra tes  w i l l  a d v e r s e l y  a f f e c t  economic 

d e v e l o p m e n t .  I n  f a c t ,  TOD ra tes  may well be a boon to  economic 

d e v e l o p m e n t .  Companies that are a b l e  t o  shift their usage t o  
less e x p e n s i v e ,  o f f -peak  per iods may f i n d  t h e s e  ra tes  t o  be an 

i n c e n t i v e  t o  e i t h e r  locate  i n  Ken tucky  or e x p a n d  t h e i r  c u r r e n t  

o p e r a t i o n s  h e r e .  F o r  c o m p a n i e s  that c a n n o t  s h i f t  t h e i r  u s a g e ,  

TOD ra tes  w i l l  more a c c u r a t e l y  r e f l e c t  t h e  costs t h e y  a r e  

impos ing  o n  t h e  u t i l i t y .  The o v e r a l l  r e s u l t  w i l l  be b e t t e r  u s e  

of e x i s t i n g  g e n e r a t i n g  c a p a c i t y ,  as w e l l  as a m o d e r a t i o n  of t h e  

need  f o r  e x p e n s i v e  new g e n e r a t i o n  f a c i l i t i e s .  In the long runI 

t h i s  m o d e r a t i o n  w i l l  t e n d  to  k e e p  d o w n  e l ec t r i c  rdtes and 

m a i n t a i n  K e n t u c k y ' s  h i g h l y  c o m p e t i t i v e  a b i l i t y  t o  p r o v i d e  

e lec t r ic  power a t  r e a s o n a b l e  cost. 

Based on surveys by the National A s s o c i a t i o n  of R e g u l a t o r y  
U t i l i t y  C o m m i s s i o n e r s ,  t h e  a v e r a g e  cost of e l e c t r i c i t y  i n  
Kentucky h a s  h i s t o r i c a l l y  b e e n  among the lowest of t h o s e  
r e p o r t e d .  
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The  Commiss ion  recognizes ,  h o w e v e r ,  t h a t  t h e r e  may be 

i n d i v i d u a l  c o m p a n i e s  e i t h e r  now doing b u s i n e s s  i n  K e n t u c k y  o r  

p l a n n i n g  t o  locate  h e r e  whose  p a r t i c u l a r  o p e r a t i o n s  p r e s e n t  

u n i q u e  c i r c u m s t a n c e s  t h a t  l i e  o u t s i d e  t h e  s c o p e  of t h e  c o n c e r n s  

c o n s i d e r e d  i n  t h i s  O r d e r .  I f  s u c h  a case s h o u l d  a r i s e ,  t h e  

i n d i v i d u a l  company may seek relief b y  f i l i n g  a p e t i t i o n  w i t h  t h e  

Commiss ion  p u r s u a n t  t o  8 0 7  KAR 5:001,  S e c t i o n  12. The  Commiss ion  

a d v i s e s  t h o s e  who may c h o o s e  t h i s  course of ac t ion  t h a t  t h e  

g r a n t i n g  of s u c h  a p e t i t i o n  w i l l  be t h e  e x c e p t i o n ,  n o t  t h e  r u l e ,  

and  t h a t  t h e  p e t i t i o n e r  w i l l  h a v e  a h e a v y  b u r d e n  t o  provide  

c o m p e l l i n g  e v i d e n c e  d e m o n s t r a t i n g  why it s h o u l d  n o t  be s u b j e c t  t o  

TOD rates. 

Some of t h e  u t i l i t y  c o m p a n i e s  have e x p r e s s e d  c o n c e r n  a b o u t  

t h e  revenue d e f i c i t  t h a t  t h e y  have developed d u r i n g  the course of 

t h e  TOD r a t e  e x p e r i m e n t .  The  r e c o v e r y  of t h i s  r e v e n u e  d e f i c i t  

nust  be d e a l t  w i t h  in accordance w i t h  the Commission's 

r e g u l a t i o n s  for  a n  a d j u s t m e n t  i n  r a t e s  a s  o u t l i n e d  i n  8 0 7  KAR 

5:001, S e c t i o n  10. Rates  cannot  be raised w i t h o u t  a d h e r i n g  t o  

t h e  p r o c e d u r e s  d e t a i l e d  in t h e  r e g u l a t i o n .  The  C o m m i s s i o n  h a s  

p r e v i o u s l y  e x p r e s s e d  t h i s  v i e w  i n  a J u n e  8 ,  1 9 8 3 ,  O r d e r  i n  

A d m i n i s t r a t i v e  Case No. 203, T h e  Determinations With Respect To 

The Ra temak ing  S t a n d a r d s  I d e n t i f i e d  I n  S e c t i o n  l l l ( d ) ( l ) - ( 6 )  Of 

The Pub1 ic U t i l i t y  R e g u l a t o r y  P o l i c i e s  A c t  Of 1978.  

A s  t o  A s h l a n d ' s  and KIUC's r e q u e s t  t h a t  t h e  TOD rates be 

c o n t i n u e d  on a n  o p t i o n a l  b a s i s  a t  t h e  d i s c r e t i o n  of t h e  c u s t o m e r ,  

t h e  Commiss ion  disagrees and  d e n i e s  t h i s  request. The Commiss lon  

b e l i e v e s  t h a t  t h e  l i k e l y  r e v e n u e  loss  and  t h e  s h i f t i n g  of 
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c u s t o m e r s  b e t w e e n  t a r i f f s  makes t h e  o f f e r i n g  of TOD rates o n  a n  

o p t i o n a l  b a s i s  a n  u n r e a s o n a b l e  a l t e r n a t i v e .  

The Commiss ion  b e l i e v e s  t h a t  TOD r a t e s  a re  a r e a s o n a b l e  r a t e  

structure and that the CIP-TOD tariff s h o u l d  be c o n t i n u e d  a n d  

made mandatory f o r  a l l  customers w i t h  demands of 7 ,500  k i l o w a t t s  

or grea ter .  W i t h i n  20 days of t h e  d a t e  of t h e  O r d e r ,  K e n t u c k y  

Power shall f i l e  its CIP-TOD t a r i f f  a f t e r  m o d i f y i n g  t h e  t a r i f f  as 

s u g g e s t e d  i n  i ts comments .  I n  i t s  next rate case, Kentucky Power 

s h o u l d  i d e n t i f y  o t h e r  c u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  

for TOD rates and e i t h e r  e x p l a i n  why t h o s e  c u s t o m e r s  s h o u l d  n o t  

be b i l l e d  u n d e r  a TOD rate s t r u c t u r e  or p r o v i d e  a TOD tariff that 

i n c l u d e s  them. 

The  Commission, h a v i n g  considered t h e  e v i d e n c e  of record and  

being a d v i s e d ,  is of t h e  o p i n i o n  and f i n d s  t h a t :  

1. The  CIP-TOD tariff should be c o n t i n u e d  and  made 

m a n d a t o r y  for a l l  c u s t o m e r s  w i t h  demands  of 7 ,500  k i l o w a t t s  o r  

greater: that K e n t u c k y  Power s h o u l d  m o d i f y  the t a r i f f s  t o  so 

i n d i c a t e ;  a n d  t h a t  Ken tucky  Power should file its revised tariffs 

w i t h i n  20 d a y s  of t h e  d a t e  of t h i s  O r d e r .  

2 .  The r e c o v e r y  of a n y  r e v e n u e  d e f i c i t  t h a t  o c c u r r e d  d u r i n g  

the TOD e x p e r i m e n t  c a n  o n l y  he c o n s i d e r e d  upon a n  application by 

Kentucky Power i n  8CCOrd8nCQ w i t h  807 KAR 5:001, Section 10. 

3. I n  Ken tucky  Power's n e x t  g e n e r a l  r a t e  case, it  s h o u l d  

i d e n t i f y  o ther  C u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  for 

TOD r a t e s  and  e i t h e r  explain why those c u s t o m e r s  s h o u l d  n o t  be 
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b i l l e d  u n d e r  a TOD rate s t r u c t u r e  or p r o v i d e  a proposed TOD 

t a r i f f  t h a t  i n c l u d e s  them. 

4 .  Kentucky Power s h o u l d  d i s t r i b u t e  t h i s  O r d e r  t o  all of 

its c u s t o m e r s  t h a t  have p a r t i c i p a t e d  i n  t h e  TOD r a t e  e x p e r i m e n t .  

IT IS THEREFORE ORDERED t h a t :  

1. The CXP-TOD t a r i f f  s h a l l  be  c o n t i n u e d  and mandatory  for 

a l l  c u s t o m e r s  w i t h  demands  of 500 k i l o w a t t s  or  greater; t h a t  

Ken tucky  Power s h a l l  m o d i f y  t h e  t a r i f f s  t o  so i n d i c a t e ;  a n d  t h a t  

Kentucky Power shall f i l e  its r e v i s e d  t a r i f f s  w i t h i n  20  d a y s  of 

the date  of t h i s  Order. 

2. The r e c o v e r y  of any r e v e n u e  d e f i c i t  t h a t  o c c u r r e d  during 

t h e  TOD e x p e r i m e n t  c a n  o n l y  be c o n s i d e r e d  upon a n  a p p l i c a t i o n  by 

Kentucky  Power i n  a c c o r d a n c e  w i t h  807 KAR 5:001, Section 10. 

3. I n  Ken tucky  P o w e r ' s  n e x t  g e n e r a l  r a t e  case, i t  shall 

i d e n t i f y  other customers that have t h e  metering capability ~ Q K  

TOD rates and e i t h e r  explain why those customers s h o u l d  n o t  be 

b i l l e d  u n d e r  a TOD r a t e  s t r u c t u r e  or p r o v i d e  a p r o p o s e d  TOD 

t a r i f f  t h a t  i n c l u d e s  them. 

4.  Kentucky  Power s h a l l  d i s t r i b u t e  t h i s  O r d e r  t o  all o f  its 

cuetomers that h a v e  p a r t i c i p a t e d  i n  t h e  TOD r a t e  e x p e r i m e n t .  
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Done at F r a n k f o r t ,  Kentucky,  t h i s  25th day of October, 1985. 

PUBLIC SERVICE COMMISSION 

ATTEST : 

Secretary 


